Is the U.S. in an Economic 
Decline? 
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Presentation Outline 


¢ Assessment of the Current Situation 
¢ How to View the Stock Market 

¢ Personal Prospects for Seniors 

¢ How to Preserve Savings 


Underlying Cause of Decline: Gross National Product Trend 
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http://Awww.gurufocus.com/economic_indicators/58/sp-500-earnings 


U.S. Is Still Prosperous: GNP/Capita Ranks #12 Of 224 Countries 


http://databank.worldbank.org/data/reports.aspx ?source=world-development-indicators&preview=on&l=en# 


U.S. Stumble: Loss of Personal Income During Recent Recessions 
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https://research.stlouisfed.org/fred2/series/A939RX0Q048SBEA# 


Outlook not Promising: Public Debt Projected to Exceed the GDP 
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http://www.concordcoalition.org/issues/indicators/us-debt-unsustainable- 
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Major Hurdle: Debt More Than Doubled b 
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Adverse Indicator: Debt/Person Increased Faster Than Population 
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Is That a Threat? - Foreigners Hold 65% of Personal Debt 


Debt Held by 
Foreigners 


% of Debt Held by Foreigners 


Personal Debt - $ Billions 


Percent of GDP 


Bad News: Federal Government Deficit Continues to Increase 
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Bad News: Deficits of State and Local Government Increasing 
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Unfavorable Trend: Negative Balance of U.S. Trade Since 1992 


Oo 
= 
© 


: 


-~ OM 
SUCHIN $ - 


= 
s 8 
ape 140 pouR|eg ° 


“3 
-4 
-50000 - 


« -60000 


nN 


r=) 
= 
So 


L0-S0-S LO0¢ 
L0-60-€10¢ 
LO-LO-e 102 
L0-S0-0 102 
[0-60-8002 
LO-L0-L00¢ 
LO0-SO-S00e 
L0-60-€00¢ 
LO-L0-200¢ 
LO-SO-000¢ 
LO-60-8661L 
LO-LO-Z661 
LO-SO-S661L 
L0-60-€661 


LO-LO-c66L 


Unfavorable Trend: Personal Savings Rates Have Declined 
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An Unfavorable Indicator: Brokerage Debt is Increasing 
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Investor Margin Debt 
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Margin Debt vs. Market Capitalization - % 


Bad Sign: Investor Margin Debt Now Exceeds Market Capitalization 
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The Stock Market 


Unfavirable Indicator: S&P 500 Becomes Unstable After 2000 
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Stock Market Overvalued According to Yale Dept. of Economics 
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http://Awww.econ.yale.edu/~shiller/data.htm 


Confirmation of Adverse Trend: S&P Earnings Yields Have Declined 
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http://www. multpl.com/s-p-500-earnings-yield/table/by-month 


A Warning: Stock Market Returns Have Declined Close to Zero 


o ww © 
oO m™ ™N 


% - WNPY Jey) 


eb/lL/OL 
60/L/9 
90/L/e 
eO/L/OL 
) 66/1/9 
96/1 /1 
c6/L/6 
68/L/S 
98/L/L 
c8/1/6 
BL/LIS 
QL/L/L 
L/L /6 
69/L/S 


99/L/L 
Ww i) w oO Ww 


payeinaeg shure aad 


Bad Signal: Market Cap to GDP Growth Now Exceeds GDP Growth 
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Bad Signal: Market Cap/GDP is Now Greater Than 100% 
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Personal Prospects 


Unfavorable Trend: Decline in the Value of a Dollar 
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Unfavorable Trend: Labor Force Stopped Growin 
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Of Interest to NC: Employment in Financial Sector Keeps Declinin 


a a on Pe geai es Pr . % 


1948 1958 1968 1978 


4,000 


5 7,000 


oi 
Scabey wou LG ul saeAojdwy 


Unfavorable Trend: Long Term Unemployment is Rising 
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Unfavorable Trend: U.S. Real Median Income Declined Since 1990 
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https://research.stlouisfed.org/fred2/series/MEHOINUSA672N# 


Employee Share of Domestic Income Has Declined Since 1968 
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Employee Share of Domestic Income - % 
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https://research.stlouisfed.org/fred2/series/W270RE1A156NBE 
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U.S. Seniors Will Require a Larger Support Population 
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Owner Occupied Housing - 000s 
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Price of Homes Have Not Changed Since 2006 
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Social Security Trust Fund Declines 
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How to Preserve Savings 


Option: Follow What Leading Investors Do 


Bill Gates 

Bill & Melinda Gates 
Foundation Trust 
2015-09-30 19 Stocks 
Value: 17,237 Mil 


Carl Icahn 

Icahn Capital 
Management LP 
2015-12-29 24 Stocks 
Value: 27,876 Mil 


Chris Davis 

Davis Selected Advisers 
2015-09-30 190 Stocks 
Value: 24,055 Mil 
Tumover: 11% 


David Einhorn 
Greenlight Capita! 
2015-09-30 42 Stocks 
Value: 6,032 Mil 
Tumover: 18% 


http://www.gurufocus.com/Invest_guide_guru.php 


§ Bill Nygren 

" Oak Mark Fund 

B 2015-09-30 57 Stocks 
Value: 15,745 Mil 
Turnover: 8% 


Charles Brandes 
Brandes Investment 
2015-09-30 181 Stocks 
Value: 6,842 Mil 
Turnover; 10% 


Chuck Akre 

Akre Capital Management, 
LLC 

2015-09-30 35 Stocks 
Value: 4,311 Mil 


a, 
David Swensen 


Yale University 
2015-09-30 & Stocks 
Value: 324 Mil Turnover: 33% 


| Bruce Berkowitz 
Fairnoime Capital 
Management 
2015-12-18 22 Stocks 
Value: 3,471 Mil 


Charlie Munger 
Daily Journal 
2015-09-30 4 Stocks 
Value: 124 Mil 
Turnover; 0% 


y 
David Dreman 


Dreman Value Management 
2015-09-30 487 Stocks 
Value: 994 Mil Turnover: 13% 


David Tepper 
Appaloosa Management 
LP 

2015-09-30 33 Stocks 
Value: 2,864 Mil 


Follow Performance of Leading Investors 


Investor 


Jim Simons 

David Tepper 

Prem Watsa 

Daniel Loeb 

Joel Greenblatt 
Warren Buffett 
Leucadia National 
Carl Icahn 

Private Capital 

Tom Russo 

Ruane Cunniff 
Meridian Funds 
Richard Snow 

FPA Capital Fund 
Mariko Gordon 
PRIMECAP Management 
First Eagle Investment 
Dodge & Cox 
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http://www.gurufocus.com/Invest_guide_guru.php 


Opportunities: Select High Performance Funds 


Sector Investment Returns YTD(%) vento 


Consumer Cyclical 
Health 

Technology 

Real Estate 
Consumer Defensive 
industrials 

Global Real Estate 
Financial 
Communications 
Utilities 

Natural Resources 
Energy Limited Partnership 
Equity Energy 

Equity Precious Metals 
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Pick High Potential Opportunities 


International Business Machines Corp Net Current Asset Value = 
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Tangible Book © : 
Projected FCF 
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Median P/S Value feengr ws a 
$1 28. 1 1 t 0(0%) Volume: 9.960.287 1:20AM EST DCF (FCF Based} : agh on Se 
Avg Vol (tm): 5,146,417 DCF (Earnings Based} —— 

Price $128.23 
[2 Mediu Waring Sere) [5 Good Sans] 
: ~~ - Markel Cap 124.288 Pvfetitm) 8.88 
Enterprise Value 154.538 P/S 9.33 Apr “25 


© Fourth quarter earnings in 2015 Release © Fourth quarter earnings Conference Call in 2015 a IBM 


EJ Add to Portfolio [2)Get Email Alerts PQ Stock PDF AYRSS O}Company Website [SEC Reports Hdata Download Fj20-vez 
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Summary Guru Trades 15-Y Financials Analysis | DCF | Interactive Chart Dividend Insider Ownership Headlines 


IBM - International Business Machines Corp Fair Value Calculator 


@ |. Fair Value Calculator Tutorial , 2. Fair Value Calculator Updates, 3. Check out the list of Undervalued Predictable Comg 
4. Reverse DCF: How It Works 


Earnings Per Share : $ 14.58 Qo DCF | Reverse DCF "© 
Growth Rate In the Next: 10 Years : 14. % So : Tangible Book Value:$ -20. ||| Add to Fair Value © 
Terminal Growth Rate: 4% Q Terminal Value:$ 123.74 e 
Years of Terminal Growth: 10 Q | aay . 
= : ¥ “ 
Nincoaina lnatesia Te @ | Fair Value: $ 288.66 


Price: 128.11 
Margin Of Safety:56% 


Scoreboard 


Is the U.S. in an Economic Decline? 


¢ U.S. Still the Greatest Economy 


¢ But U.S. Is Slipping — Needs Fixing 


SMC Investment Recommendations 


Rule # 1: Avoid Losses 


Rule # 2: Get Incremental Gains 


